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ECONOMY: California Reopening Commences
The East Bay, consisting of Alameda and Contra Costa counties, recorded an increase in job growth with 68,600 jobs (+6.7%) added
year-over-year (YOY) bringing regional employment to nearly 1.10 million. After five quarters of annual employment losses, this 
increase indicates the region is well on the way to full economic recovery in the aftermath of the COVID-19 pandemic, though there 
are still hurdles to overcome on the path to full pre-pandemic employment levels of 1.21 million. With this increase, the 
unemployment rate correspondingly declined -760 basis points (bps) to 6.3%; slightly above the national rate of 5.9%. Upon the 
arrival of COVID-19 in the U.S., the economy entered a historically unprecedented recession in March of 2020. In the East Bay, the 
commercial real estate market saw a decline in office occupancy levels due to government shelter-in place orders, while the 
warehousing and distribution sectors recorded consistent growth due to increased consumer reliance on online marketplaces. With 
the advent of reliable vaccines in early 2021, the road to full recovery has come into focus and California began fully reopening its 
economy in June of 2021.

SUPPLY: Vacancy Declines as Large Blocks Are Occupied
The vacancy rate in the East Bay Oakland R&D market was 8.4% at the end of second quarter, representing a decline of 60 bps 
from the previous quarter, and a decline of 30 bps from this time last year. It has remained relatively healthy during the COVID-19 
pandemic compared to the office sector, in which vacancy ballooned by 570 bps to 17.8% over the course of the past year. That
stark rise can be attributed to office tenants—particularly those occupying spaces under 10,000 square feet (sf)—reevaluating their 
space needs during the pandemic as the office workforce at large transitioned to a work-from-home environment. By comparison, the 
R&D sector thrived over the course of the last year due to the unique “hands-on” nature of the product type that restricts the ability to 
work remotely. Furthermore, roughly 25% of the market’s 32.6 million sf (msf) inventory is life science space, a sector that has seen 
growing demand particularly in the southern 880 Corridor. The vacancy decline was entirely concentrated in Fremont, which hosts 
63% of the market’s inventory, and was driven by the occupancy of several large blocks of space—of note was Alexza
Pharmaceutical’s occupancy of 62,523 sf of flex space at 6550 Dumbarton Circle. With no new construction on the horizon and a
minimal amount of existing space slated to return to the market, vacancy is expected to decline over the next year as additional
blocks of leased space are occupied.

PRICING: Rents Dip Down; Sublease Space Commands Premium
Despite the contraction in supply, asking rents trended down in the second quarter, closing at $1.70 per square foot (psf) on a 
monthly triple net basis, having declined by $0.09 from the first quarter, though up $0.05 from this time last year. Contrary to normal 
market trends, sublease rents outpaced direct rents throughout 2020 due primarily to a handful of large sublease blocks with 
modern amenities commanding top-of-the-market rents. That trend continued in the second quarter of 2021, with sublease rents 
commanded a 22% premium over direct. While the East Bay Oakland R&D market continues to be considerably less expensive 
than Silicon Valley or San Mateo County, rents are expected to increase due to low vacancy and sustained demand for modern life 
science space.
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DEMAND: Net Absorption Returns to the Black in the Second Quarter
After a dismal first quarter—in which occupancy declined by 208,573 sf—net absorption returned to the black, totaling 
positive 181,064 sf. The Fremont submarket was responsible for nearly all of this increase due to the aforementioned 
occupancy of several large blocks of existing space. With the growing focus on the life science sector particularly in the 
southern 880 Corridor, demand is expected to remain strong for modern laboratory space and occupancy is ultimately 
expected to continue to rise over the course of the next year. 

INVESTMENT ACTIVITY
After a lull in investment activity in 2020 and the first quarter of 2021—due to the general slowdown—investment 
activity heated up in the second quarter, with over 850,000 sf traded in five major transactions. Of note was 
BentallGreenOak’s sale of its 370,585 sf Industrial Boulevard portfolio in Hayward to GI Partners for $155.0 million, or 
$418 psf. The project was 80% leased at the time of sale with half of its tenant base involved in life science related 
industries. This sale is a strong indicator that investors remain confident in the market’s fundamentals and potential for 
evolution in the life sciences sector. 
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Outlook

• Asking rents dipped down in the second quarter, closing at $1.70 psf, declining $0.09 from the first quarter 
though up $0.05 YOY. Rents are expected to increase over the next year as supply contracts and demand 
remains strong. 

• Net absorption totaled positive 181,064 sf in the second quarter, a step up from the 208,373 sf of 
occupancy losses in the first quarter. Occupancy is expected to increase over the next year, due 
particularly to strong demand from the life science sector. 

• In recent years, cloud computing companies such as Facebook, and micro-mobility start-ups such as Lime 
and Bird, have made up an increasing share of the tenants shopping the market. These trends are likely to 
continue and be bolstered by a rising number of life sciences requirements.
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KEY SALES TRANSACTIONS Q2 2021

PROPERTY SUBMARKET TENANT RSF TYPE

2710 Lakeview Ct Fremont Velo3D 81,704 New Lease

46831 Lakeview Blvd Fremont Lam Research 74,674 Renewal

5400 Hollis St Emeryville Geltor, Inc. 70,404 New Lease

6550 Dumbarton Cir Fremont Alexza Pharmaceuticals, Inc. 62,523 New Lease

4010 Point Eden Way Hayward Pivot Bio 45,000 New Lease

KEY LEASE TRANSACTIONS Q2 2021

*Rental rates reflect weighted net asking $psf/month

PROPERTY SUBMARKET SELLER / BUYER SF PRICE / $PSF

Industrial Blvd Portfolio Hayward BentallGreenOak / GI Partners 370,585 $155.0M / $418

Dixon Landing Research Park Fremont Vertical Ventures / Hines 209,300 $47.0M / $225

Bayside Pkwy Portfolio Fremont TA Realty / Kennedy Wilson Properties 115,387 $32.3M / $280

Campus Dr Portfolio Fremont LBA Realty / BentallGreenOak 92,250 $53.1M / $576

47513-47533 Westinghouse Dr Fremont Blackstone Group / LBA Realty 65,385 $10.2M / $156
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CLASSES)*

Berkeley 1,443,717 30,995 109,527 9.7% 700 700 36,452 0 $3.72 

Emeryville 1,747,755 0 70,000 4.0% 0 0 70,404 0 $4.50 

San Leandro 907,878 10,281 45,743 6.2% 0 -33,299 19,332 0 $1.36 

Hayward 3,918,537 115,435 310,819 10.9% 6,562 1,910 99,006 0 $1.91 

Union City 958,970 0 57,627 6.0% 2,304 6,543 12,080 0 $1.28 

Newark 2,941,063 155,136 150,206 10.4% -95,275 -107,140 35,485 0 $1.88 

Fremont 20,687,543 295,434 1,388,021 8.1% 266,773 103,977 730,832 0 $1.48 

TOTALS 32,605,463 607,281 2,131,943 8.4% 181,064 -27,309 1,003,591 0 $1.70 
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INDUSTRIAL SUBMARKETS

A CUSHMAN &WAKEFIELD  
RESEARCH PUBLICATION
Cushman & Wakefield (NYSE: CWK) is a leading global real 
estate services firm that delivers exceptional value for real 
estate occupiers and owners. Cushman & Wakefield is 
among the largest real estate services firms with 
approximately 50,000 employees in 400 offices and 60 
countries. In 2020, the firm had revenue of $7.8 billion across 
core services of property, facilities and project management, 
leasing, capital markets, valuation and other services. To 
learn more, visit www.cushmanwakefield.com or follow 
@CushWake on Twitter.
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